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【Abstract】
　19世紀に誕生以降，世界の電機産業を牽引していったアメリカ総合電機企業（コソグロマリッ
ト）のGEとWHは，21世紀に向けて対照的な末路を辿る。金融事業，製造事業とサービス事業
を巧みに結合させ再成長を果たした新生GE，その一方で製造業からメディア企業へと変容し企業
名まで変更したWH。本稿は，両社年次報告書から得られるデータを用いながら，「アメリカの世
紀」が終焉し世界経済体制が変貌し始める1970年代から1990年代末までの金融事業を除いた製造
・サービス業のGEとWHを中心に考察する。そして（Q－1）両社の最終的な分岐点はいつか？
（Q－2）利用データから見られる両社の相違はいつから始まったのか？を明らかにすることである。
本考察から（A－1）それまで売上規模や投資額の差はありつつも，類似した利益率や投資増加率を
保っていた両社は1987年から1991年の時期に決定的な分岐点を迎えたことが確認された。また，
その両社の分岐点以前に，（A－2）投資動向の側面においては1980年代初頭から相違が始まり，企
業財務体質の傾向はすでにそれ以前から相違が存在していたことも認められた。
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1．　lntroduction
　　The　20th　century　was　the　American　Century，　a　period　which　saw　its　rise　to　economic　supremacy
and，　conver§ely，　a／descent　to§igni且cant且scal　and　trade　uncertainty．　Technically　the　American
Century　began　thirty　years　earlier　than　the　start　of　the　20th　century，　at　the　end　of　the　Long　Depres－
sion　in　i873，　and　ended　prior　to　the　start　of　the　21st　centurY，　with　the　transition　to　the且oating　ex－
change　rate　system　accompanied　by　the　energy　crisis　in　1973i．　Over　these　100　years，　America’s
business　system　experienced　three　dramatic　transforlnations：the五rst，“The　Great　Merger　Move－
ment”C　occurred　in　the　last　years　of　the　nineteenth　and　early　years　of　the　twentieth　centuries；the
second，　when　the　M－form（Multi　divisional　form）firm　became　the　standard　for　leading　U．S．　enter－
prises，　took　place　in　the　1940s　and　1950s；and　the　third，　the　most　recently　experienced，　was　a
period　marked　by　declineii．　While　the　first　two　transitions　have　become　classic　topics　in　the　field　of
business　and　economic　history，　the　last　one　is　still　under　exploration．
　　There　is　a　growing　body　of　literature　on　how　the　American　firm　responded　after　the　1970s，　yet
research　on　the　transitional　changes　undertaken　by　conglomerates　has　been　less　detailediii．　Certain－
1y　there　has　been　extensive　discussion　of　the　failure　of　previously　successful　large　American　indus－
trial　enterprises　as　they　faced　globalization　and　increased　competition　between　themselves　and
others　starting　in　the　1970s．　A　broad　assumption　arose，　one　which　proposes　that　a　significant　num－
ber　of　large　American　industrial　enterprises　failed　because‘‘the　conglomerates　were　unable　to
bene且t　from　economies　of　scope　and，　to　some　extent，　from　the　related　economies　of　scaleiv．”Other
research　suggests，　however，　that　highly　diversi且ed　business　groups　have　been　successful　outside　of
the　U．S．v　and　re－growth　was，　indeed，　experienced　by　some　of　these　diversi丘ed　American　con－
glomerates　in　the　late　20th　celltury．　It　warrants　further　consideration　to　understand　why　some　con－
glomerates　could　grow　while　others　did　not，　this　in　ord．er　to　better　understand　the　reasons　for
failure　of　a　large　grouping　of　American　industrial　firms．
　　This　article　explores　the　issue　by　examining　General　Electric　Company’s（GE’s）re－growth　and
Westinghouse　Electric　Corporation’s（WH’s）catastrophic　attempt　to　transform　into　a　media　com－
pany，　using　corporate　investment　patterns　as　a　means　of　capturing　corporate　management　tenden－
cies　and　responses．　Although　the　negative　performance　of　the丘nancial　services　divisions　is　consi－
dered，　the　primary　focus　of　this　paper　is　placed　on　management　decisions　that　affected　core　busi－
ness　lines　and　how　this　positively　or　negatively　influenced　the　firm’s　transformation．　Although　GE
is　labeled　as　the‘‘classic　co耳glomeratevi，”it　did　not　follow　the　generally　accepted　understanding　as
it　ended　up　highly　successful　with　larger　growth　than　ever　before　experiencedvii．　Conversely　GE’s
long－standing　rival，　WH，　followed　a　path　to　failure　in　a　manner　consistent　with　the　prevailing　as－
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sumption．　GE　was　the　lead　company　in　the　field　of　electrical　equipment　ever　since　it　was且rst　creat－
ed　by　merger　in　1892，　WH　was　GE’s　great　rival，　established　around　the　same　time　in　1886　by　Ge－
orge　Westinghouse．　Jr．　One　hundred　years　of　competitlon　saw　a　few　periods　when　there　was　an　ex－
tended　gap　between　the　two　in　their　respective　rates　of　growth，　the　last　occurring　in　the　1980sviii．
Prior　to　and　subsequent　to　the　1980s，　cru．cial　developments　were　taking　place：the　end　of　the
A血erican　Century　in　the　early　1970s；anoticeable　tendency　for　shareholders　to　exercise　increased
power　and　assertiveness（the　shareholder　counter・revolution），which　prevailed　up　until　the　end　of
the　1970six；the　emergence．of　an　era　of　globalization　in　the　1980sx；and，　in　the　1990s，　the　rapid　de－
velopment　of　the　illformation　technology　revolution，　　　　　　　　　・
　　The　case　for　looking　at　GE　and　WH．rests　on　analyzing　the　divergence　in　corporate　growth　as
they　faced　and　addressed　the　series　of　challenges　that　began　to　emerge　in　the　1970s．　It　serves　as　a
representative　case　of　two　similar　firms　following　contrary　paths　during　turbulent　periods．
　　The　next　section　of　this　article　provides　a　quantitative　examination　of　GE　and　WH　in　terms　of
corporate　investment　and　financial　performance　over　a　period　spanning　clqse　to　three　decades．　Sec－
tion　III　provides　an　understanding　of　the　respective　corporate　strategies　and　policy　responses　of　GE
and　WH，　in　terms　of　investment　decisions，　as　they　dealt　With　global　competition　and　an　American
economic　stagnation．　Corporate且nancial　results　of　both　firlns　are　presented　to　reveal　the　differ－
ences　that　arose　from　the　corporate　investment　strategies　and　policy　responses　pursued．　The　last
section　summarizes　the且ndings　of　this　article．
ll．　GE　and　WH：lnvestment　and　Performancexi
1．The　U．S，　economY　from　the　1970s　to　the　1990s
　　The　1970s　posed　a　major　challenge　to　all　American　firms．　De且ciencies　began　to　appear　in　the
American　economic　system，　the　same　system　that　had　become　immensely　powerful　after　the　Se－
cond　World　War，　coUpled　with　in且ation　that　had　begun　to　accelerate　from　the　late　1960s　and　linked
to　a．dollar　crisls．　In　terms　of　key　events，　the　1970s　saw　the　first　oil　shock，　a　fioating　exchange　rate
system，　the　worst　depression　after　the　war　in　1974－75，　an　entrance　into　a　prolonged　low－growth
period，　near　stagflation　towards　the　end　of　the　1970s，　a　second　oil　shock　in　1979，　and　an　overall
decline　in　industrial　competitiveness　during　the　late　1970s　and　into　the　early　1980s．
　　The　beginning　of　the　1980s　saw　a　major　restructuring　of　the　U．S．　economy　that　was　initiated　by
the　Ronald　Reagan　government，　which　had　replaced　that　of　Jimmy　Carter　in　1981．　Under　a　gover－
nance　model　branded‘‘Reaganomics”，　the　econoInic　mantra　was　characterized　by　supply－side　eco－
nomics　and　monetary　policy　that　relied　heavily　on　the　function　of　the　market，　with　limited　govern－
ment　intervention　and　deregulation　as　the　core　ideologies　underpinning　economic　growth　and　rein－
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dustrialization　in　the　U．S．　While　the　government　pursued　a　limited　role，　it　also　faced　the　social　im’
pacts　arising　from　a　reduction　of　welfare　projects．　Meanwhile　the　government　was　promoting　an
expansion　in　military　armaments　projects，　such　as　the　Strategic　Defense　Initiative（SDI）．In　the
end，　the　role　of　government　was　actually　conversely　expanded，　exhibiting　aspects　of“Military　Key・
nesianism．”This　paradoxical　Reaganomics　period　provided　a　base　for　economic　expansion　in　the
1980s　and　strong　incentive　for　the　reconstructing　of　firms　that　accompanied　this　expansion．　Tax
reductions，　relaxed　regulations　and　labor　policies　that　veered　from　the　traditional‘‘Dunlop’s
Model”，　all　incited且rms　to　restructure，　reengineer，　and　transform　for　global　competition，　bringing
about　the　major　mergers　and　acquisitions　activity　that　took　place　in　the　1980s．
　　The　last　decade　in　the　20th　century　was　marked　by　a　recession，　but　was　soon　followed　by　the　lon・
gest　period　of　peacetime　economic　expansion　in　American　history，1asting　up　until　March　2001
when　the　IT　bubble　burst．　The　economic　expansion　in　the　1990s　differs　in　ways　from　that　of　both
the　1980s　and　the　prosperous　1960s，　This　most　recent　decade　of　economic　prosperity　was　driven　by
the　private　sector，　working　alongside　goverhmental　economic　growth　policy，　With　considerably　im－
proving　corporate　performance，　a　result　of　the　restructuring　whlch　took　place　in　the　previous　de・
cade，　private－sector　plant　and　equipment　investment　had　been　increasing　since　the　early　1990s．
Moreover，　prompted　by　the　fast－paced　information　technology　revolution，　enormous　investment
was　ploughed　into　IT　start－up　companies　in　the　late　199Qs，　this　in　parallel　to　government　initiatives
to　support　preferential　treatment　for　sectorial　investment　in　IT　and　the　developlnent　of　IT　infras－
tructure。
2．Investment　and　Performance　of　GE　and　WHxii
　　In　the　case　of　GE　and　WH，　they　followed　this　path　of　national　economic　policy　in　somewhat
different　ways．　Although　GE　was　twice　the　business　size　of　WH　in　1970，　its　consolidated　revenue，
when　the且nancial　services　division　is　factored　out，　grew　to　almost　9．4　times　larger　in　by　1999，　as
seen　in　Figure　1．　Up　to　the　time　WH’s　financial　services　business　problem　became　visible　in
1990xiii，　i亡had　similarly　increased　its　net　incolne　through　the　1970s　up　until　the　1980s．　Although
both　companies　were　experiencing　low　growth　and　pro且tability　in　the　1970s，　WH　was　also　faced
with　uraniuln　price　contract　problems　with　cu§tomers　and　had　to　defend　against　171awsuits　laun－
ched　by　27　public　utility　customers，　a　process　that　lasted　from　1975　until　the　contract　litigation　set－
tlements　in　1979xiv．　As　a　consequence，　the　settlements　from　the　legal　actions　caused＄493　million　in
losses．　WH　was，　undoubtedly，　facing　a　much　harder且nancial　position　in　the　late　1970s．　Meanwhile，
in　1976　GE　was　merging　with　the　natural　resources　company，　Utah　International，　in　order　to　in－
crease　pro且tability．　It　was　also　further　strengthening　its　financial　base　by　introducing　new　strategic
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Figure　1，　ATime　Series　of　Revenue　Data（in＄millions）
｛1憩鱒
鑛GE　（Consolid　ated　rev．｝■　WH　（Consolldated　rev．｝　懲GE｛Net　income）
Note：Revenue　consists　of　sales　and　other　income　including且nancial　business　net　income。　The　consolidation
　　　　with　financial　business　revenue，　which　started　in　1988，　is　excluded．
Sotlrce：G五ら　日区H，　and（）BS／lnnual　Rel）oηt，　various　years
management　tools（e．g，　SBU，　PPM），and　new　organizational　models，　such　as　the　Sector　organiza－
tional　structurexv．　Figure　2　re且ects　these　differences，　which　sees　WH’s　investment　increasing　at　a
relatively　lower　rate　than　that　of　GE．
　　Upon　entering　the　1980s，　GE　and　WH　commenced　the　process　of　restructuring　their　business
portfolios，　During　the　Reaganomics　period，　starting　in　1981，　GE　took　a‘‘No．10r　No．2”strategy　un－
der　new　CEO　Jack　Welch　and　executed　a　series　of　large　scale　mergers　and　acquisitions（M＆A）to
restructure　itself．　GE　divested　152　businesses，　including　Utah　International，　and　obtained　232
businesses　through　acquisitions，　joint　ventures，　formations　of　new　companies，　and　other　equity　in－
vestments　from　1981　to　1984xvi．　Meanwhile，　WH　was　also　acquiring　and　divesting　businesses　under
an　alternate　management　too1，　Vabastram（the　Value　Based　Strategic　Management　System），
though　with　far　less　volume　of　M＆A　when　compared　to　GE．　Although　both　entered　the　Factory
Automation　business　and　sold　off　electrical　appliances　through　M＆A，　WH　acquired　nuclear
service，　beverage　bottling，　broadcasting，　and　divested　some　of　its　broadcasting　and　businesses　in
the　educational　division．　GE　obtained　software　services，　insurance　companies　and　disposed　of　its
natural　resources　businesses、　Figure　l　plots　both　companies　over　a　period　of　roughly　30　years；
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Figure　2．　ATime　Series　of　lnvestments　Data（in＄millions）
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although　revenues　were　stable，　both　GE　and　WH　increased　net　income　1．5　times　from　1980　until
1985．As　reflected　in　Figure　2，　the　increase　in　investments　in　the　first　half　of　the　1980s　for　both
companies　was　more　than　that　of　the　entire　1970s。
　　The　last　half　of　1980s　was　a　business　growth　period　for　both　GE　and　WH，　centered　on　M＆A　and
boosted　by　an　international　relaxation　of　monetary　restrictions　that　resulted　in　the　development　and
expansion　of　the　global　financial　market．　Both　companies　rode　this　wave．　GE　expanded　their　finan－
cial　service　subsidiaries　through　M＆A，　acquiring　financial　businesses　such　as　Kidder　Peabody
Group，　Navistar　Financial　Corporation，　D＆KFinancial　Corporation　and　Montgomery　Ward　Credit
Corporation．　In　addition　to且nancial　businesses，　GE　merged　Radio　Corporation　of　America（RCA）
and　other　businesses，　to　strengthen　its　holdings　in　lines　such　as　medical　equipment，　plastics　and
locomotives，　while　parting　with　a　set　of　RCA　business，　with　the　exception　of　NBC，　and　business
related　to　factory　automation　and　TV　manufacturing．　WH　mergers，　on　the　other　hand，　focused
mainly　on　broadcasting，　fumiture，　nuclear　service，　real　estate，　and　business　related　to　residential
constnlction，　while　it　divested　elevator，　transmission　and　distribution　equipment　businesses。　Start－
ing　in　1986　the　increases　in　volumes　of　investment　began　to　differ　between　GE　and　WH，　as　seen　in
Figure　2．　Whereas　WH　had　a　relatively　low　investment　amount，　with　a　downward　trend，　GE　main－
tained　a　high　level　that　was　generally　on　an　increased　slope．　Going　back　to　Figure　1，0ne　can　see
that　GE　grew　its　business　size　and　net　income　while　WH　was　relatively　stable　on　both　up　until　the
end　of　the　1980s．
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　　All　things　considered，　GE　and　WH　pursued　different　paths　on　their　respective　business　portfolios
in　the　1980s　even　though　they　were　both　competing　in　the　similar　business　fields　of　power　systems，
industrial　appliances　and　defense　electronics．　GE　strengthened　its　high－tech　industry　holdings　and
且nancial　services　while　WH　placed　more　weight　on　service　and　low－tech　industries．　There　is　at
least　one　point　in　common　in　their　M＆A　decisions　in　the　1980s．　Their　corporate　management　deci－
sions　on　business　portfolios　were　affected　by　path－dependence，　in　that　th6y　would　generally　select　a
business　that　was　within　the　business　lines　possessed　prior　to　1980　rather　than　enter　into　entirely
new　ones，　though　there　are　a　few　exceptionsxvii．　These　decisions　were　later　reflected　in　the　business
growth　in　the　late　1980s．
　　The　last　decade　in　the　20th　century　also　serves　as　the　final　decade　of　the　story　between　GE　and
WH．　In　1992，　both　companies’revenues　declined　to　certain　degrees．　GE　divested　the　aerospace
business　to　Martin　Marietta，　timed　to　high　income　in　1993　that　was　reflected　on　the　accounts　in
1992，in　order　to　pull　out　of　the　munitions　industry，　which　saw且rms　scrambling　to　downsize　once
demand　ebbed　after　the　cold　war．　Meanwhile，　WH　disposed　of　its且nancial　business，　Westinghouse
Financial　Services，　with　losses　that　inflated　like　a　balloon　until　it　burst　in　1991xviii．　Subsequently，
GE’s　revenue　and　investment　amounts　were　on　the　increase　while　WH’s　never　recovered　to　pre－
19921evels，　even　after　it　transformed　itself　into　a　media　corporation　as　CBS．　GE　remained　as　an　in－
dustrial　corporation　with　new　pro且table　business　lines　and　WH　was　transformed　to　a　media　service
company　by　the　close　of　the　decade．
　　The　early　1990s　thus　signal　the　final　point　of　divergence　for　both　companies　as　industrial　corpora－
tions，　renected　in　Figure　3．　GE　and　WH　clearly　take　opposite　trajectories　in　the　period　1992　to
1997．While　both　increased　their　investment　ratios，　GE　continued　to　increase　net　income　and　busi－
ness　size　while　WH　saw　reductions　in　both．　This　emerged　from　a　difference　that　occurred　in　the
previous　term，　from　1987　to　1991．　GE’s　ratio　for　business　growth　increased　and　investment
reduced，　while　its　net　income　ratio　was　going　up，1argely　because　GE’s　business　growth　expanded
more　than　its　increase　in　investment，　and　its　restructuring　of　industrial　business　lines　was　fun－
damentally　completed　by　1986．　WH　experienced　a　decline　in　all　of　its　variables　during　the　same
period，　In　contrast　to　GE，　WH　decreased　investments　and　net　income　as　a　result　of　its　business
portfolios　and五nancial　crisis．　In　the　other　three　periods　GE　and　WH　took　similar　paths，　mainly
because　they　were　both　industrial　corporations　operating　under　similar　macro－economic　circum－
stances．　Both　of　the　industrial　corporations　were　hard　pressed　to　increase　profits　with　any　degree　of
significance　in　the　1970s，　a　period　that　posed　a　major　challenge　fo’r　all　American　firms．　In　the
1980s，　they　both　restructured　their　businesses　and　organizations　under　Reaganomics，　which　provid－
ed　the　fundamental　basis　for　realignmellt　of　American且rms．　It　is　vital　to　point　at　what　both　GE　and
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Figure　3，　Correlation　of　lnvestment　and　Performance
1’1
0（泌
rete
Note：All　data　take　a且ve－year　moving　average，　As　a　result，　although　the　observed　period　from
　　　　which　the　data　is　taken　is　from　1970　to1999，　the　actual　analyzed　period　is　reduced　to　1972－
　　　　97．Both　the　business　growth　rate　and　investments　increasing　rate　are　processed　through
　　　　　（1）calculating　the　ratio　to　the　previous　year，　and（2）taking　an　average　for　every　five－years
　　　　　（e．g．1972－76，1977－81）．Net　income　as　a　percent　of　revenue　is　averaged　for　every　five－
　　　　years　（e．g．1972－76，1977－81）．　Only　the　last　set　of　three　data　represents　a　six－year
　　　　average，1992－97．
Source：GE，阻and（］BS　Annual　1～eport，　various　years
WH　did　as　far　back　as　the　1970s　to　1980s，　as　the　lead　up　to　the　last　decades　of　the　20th　century．
III冒 lnvestment　Trajectories　and　Financial　Standings　of　GE　and　WH
1．Differences　of　lnvestment　Trajectories　from　the　1980s
　　GE　and　WH　responded　to　changes　in　the　economic，　political　and　social　environment，　post　the
American　Century，　with　some　similarities　and　differences　in　the　two　decades　prior　to　1990s，　as　can
be　seen　through　their　respective　investment　trajectories・i・．
　　During　the　weak　economic　period　of　the　1970s　and　early　1980s，　Reginald　Jones（tenure：1972－
1981）took　the　helm　of　GE　and　Ronald　Kirby（tenure：1975－1983）was　the　CEO　of　WH．　Although
there　were　some　similarities，　such　as　both　companies　having　an　MBA－holding　CEO　and　both　of
them　introducing　strategic　management　tools（GE　Matrix　and　PIMS　in　GE，　Vabastram　in　WH），
the　GE　business　structure　was　already　different　to　some　degree　from　that　of　WH，　as　a　result　of　the
business　expansion　periods　from　the　1950s　to　1960s．　A　very　symbolic　example　of　coping　with　the
effects　of　infiation　in　the　1970s　occurred　when　Jones　acquired　Utah　International　in　1976，　at　the
time　it　was　the　largest　merger　in　the　U．S．　corporate　history，　choosing　an　entry　into　the　natural
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resources　business　to　attain　growth　in　pro丘tability》α．　GE　managed　periods　of　inflation　through
diversifying　and　strengthening　its　materials　sector，　including　chemicals，　metallurgical　products　and
natural　resources，　as　well　as　services，　including　financial，　information，　broadcasting，　installation
maintenance　and　repair　services，　transportation　equipment　centered　on　aircraft　engines　and
locomotives，　and　international　operations・cxi．　Meanwhile　WH　strengthened　its　existing　businesses
through　investment　and　M＆A　within　the　prevailing　infiation　economy，　while　addressing　the　urani－
um　price　problem　and　the　Three　Mile　Island　Accident．　Of　note，　WH，　under　CEO　Kirby，　announced
in　1980　that　it　had　obtained　one　of　the　nation’s　largest　cable　TV　systems，　the　Teleprompter　Corpo－
ration．　The　deal，　concluded　in　1981，　was　set　to　complement　its　historic　strength　in　broadcasting　and
served　as　the　biggest　acquisition　in　the　history　of　WHxxii．
　　The　natural　resources　business　for　GE　and　broadcasting　business　for　WH　were　the　key　contribu－
tors　to　profitability，　as　seen　on　Table　1．Although　both　businesses　accounted　for　a　low　share　of　the
overall　revenue　structure，　they　provided　more　than　a　ten　percent　share　of　operating　pro且ts．　While
Table　1．　GE　and　WH　Revenue　and　Operating　Profit（％）bY　Segments
G£ 1977 1978 1979 1980
Revenue
@（％）
Op rating
oro且t（％）
Revenue
@（％）
Op rating
oro且t（％）
Revenue
@（％）
Op rating
oro且t（％）
Revenue
@（％）
Op rating
oro且t（％）
Consumer　Products　andrervices 22．1％ 22．4％ 22．8％23．5％ 22．3％ 21．3％21．0％ 19．3％
Power　Systems17．1％ 7．6％ 16．6％ 8．1％ 14．8％ 6．5％ 15．1％ 6．7％
Industrial　Products　andbomponents 19．7％ 17．0％ 19．6％17．5％ 20．0％ 18．2％ 19．4％19．6％
Technical　Systems　andlaterials 22．0％ 22．0％ 22．6％ 22．4％ 25．2％25．3％ 26．8％26．7％
Foreign　Multi・industrynperations 13．6％ 9．8％ 13．2％ 10．1％ 12．1％ 9．1％ 12．1％ 9．8％
GE　Credit　Coporation0．4％ 3．1％ 0．4％ 3．2％ 0．4％ 3．4％0．4％ 4．0％
Utah　International5．1％ 18．1％ 4．9％ 15．3％ 5．2％ 16．2％ 5．2％ 13．9％
WH 1977 1978 1979 1980
Revenue
@（％）
Op rating
oro且t（％）
Revenue
@（％）
Op rating
oro且t（％）
Revenue
@（％）
Op rating
oro丘t（％）
Revenue
@　（％）
Op rating
oro且t（％）
Public　Systems22．3％ 16．1％ 22．5％ 20．2％ 23．7％18．1％ 25．4％ 17．2％
Power　Systems37．2％ 26．6％ 35．3％27．2％ 34．0％ 34．2％33．9％ 40．8％
Industry　Products36．5％ 51．7％38．0％ 44．5％ 38．1％40．0％ 36．5％ 32．7％
Broadcasting 2．8％ 123％ 2．9％ 11．4％ 2．9％ 12．4％ 3．0％ 9．6％
Other 1．2％ 一6．7％ 1．3％ 一3．3％ 1．3％ 一4．8％ 1．3％ 一〇．3％
Note：The　table　includes　intersegment　sales　and　excludes‘‘interest　and　other　financial　charges”and‘‘cor一
　　　　porate　iterns　and　elirninations”
Source：（；Eαnd　WH　Annual　RePo「t，　various　years
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Figure　4．　Correlation　of　Capital　and　R＆D　expenditure
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Note：To　derive　the　point　of　inflection　of　investment，　all　data　take　a　five－year　moving　average．
　　　　As　a　result，　although　the　observed　period　from　which　the　data　is　taken　is　from　1974　to
　　　　1999，the　actual　analyzed　period　is　reduced　to　1976－97，
Source：GE，岡and　CBS／lnnual　1～eport，　various　years
their　business　portfolios　were　varied　to　some　degree，　GE　and　WH　took　rather　similar　responses　in
terms　of　investment　in　the　1970s　to　early　1980s．　Both　consistently　increased　the　investment　ratio　in
new　plants，　lmproved　facilities，　increased　capital　expenditure，　slightly　increased　the　R＆D　ratio，　and
maintained　a　stable　ratio　in　marketing　and　administration　expenditure　up　until　1982，　as　shown　in
Figures　4　and　5．　Even　though　they　extended　or　entered　into　nonmanufacturing　business，　both　relied
on　industrial　business　until　early　into　the　1980s。
　　The　differences　between　these　two　large　industrial　corporations　gradually　become　apparent
towards　the　1990s．　To　one　degree　or　another，　GE　and　WH　progressed　on　their　respective　restruc－
turings　through　processes　involving　major　M＆A，　Over　the　course　of　a　decade，　GE　continued　to　in－
crease　investment　in　manufacturing，　marketing　and　R＆D，　and　commenced　its　re－growth　from　the
second　half　of　the　1980s．　Alternatively，　WH　somewhat　achieved　business　growth　but　struggled
with　its　re－growth　in　comparison　to　GE．　Importantly，　WH’s　level　of　investment　in　manufacturing
and　R＆D　declined．
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　　　　Figure　5．　Correlation　of　Capital　and　Marketing＆Administrate　expenditure
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Note：To　derive　the　point　of　in且ection　of　investment，　all　data　take　a　five－year　moving
　　　　average，　As　a　result，　although　the　observed　period　from　which　the　data　is　taken　is
　　　　from　1974　to　1999，　the　actual　analyzed　period　is　reduced　to　1976－97．
Source：GE，　UZH，　and（）BS／1nnual　Report，　various　years
2，　Differences　in　Financial　Standings　from　the　1970s
　　Although　both　GE　and　WH　have　similar　investment　trajectories　in　the　1970s，　there　are　differ－
ences　in　at　least　one　other　aspect．　The　differences　in　terms　of　the　corporate　financial　positions　of
GE　and　WH且rst　started　to　emerge　in　the　1970s．　As　Figures　6　and　7　re且ect，　GE　maintained　or
slightly　strengthened　its　pro且tability　and　financial　leverage　under　the　disastrous　conditions　of　the
1970s，　On　the　other　hand，　WH　declined　its　current　ratio　and　slightly　its　equity　ratio，　while　it
managed　to　maintain　its　share　of　profitability．　The　reason　that　GE　CEO　Fred　Borch　chose　CFO
Jones　as　his　successor　was　that　he　was　the　right　person　to　strengthen　the　company’s　ability　to
generate　consistent，　predictable　earnings　after　the　business　and　organizational　expansion　in　the
1960sxxiii．　In　fact　CEO　Jones　brought　GE　to　a　financially　healthy　state　with　a　strong　balance　sheet
and　a　record　of　sustained　earnings　growthxxiv．　WH　CEO　Kirby　also　tried　to　take　a　similar　route，
and　did　achieve　this　objective　to　some　degree，　such　as　an　improved　business　portfolio　and　an　in－
crease　of　sales　and　earnings　while、　coping　with　its　dif且cult　and　unique　financial　litigation
problemsxxv．　However，　the　eff（）rts　did　not　quite　arrive　at　the　same　conclusion　as　GE　in　terms　of　cor－
porate　financial　standing．　These　divergent　results　affected　both　companies　during　the　wave　of　ac－
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Figure　6．　Profitability　Measurements　of　GE　and　WH
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　　　　　　　　　　　Figure　7．　Financial’　Leverage　Measurements　of　GE　and　WH
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celerating　corporate　transformation　that　occurred　in　the　1980s．
　　To　summarize，　even　though　both　companies　took　a　similar　investment　trajectory　in　the　1970s，
their　corporate　finance　sides　were　different　to　a　varying　degree　in　the　1980s．　In　terms　of　achieve－
ments　in　the　1970s，　GE　succeeded　in　establishing　a　virtuous　and　successful　cycle　of　investment　and
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growth　by　pursuing　the“No．10r　No．2Strategy”under　CEO　Welch，　a　process　by　which　GE
selected　the　businesses　worthy　of　continuous　investment．　Meanwhile，　like　GE，　WH　retained　and
strengthened　the　businesses　which　it　carried　over　from　the　1970s．　A　distinguishing　factor　was　some
part　of　this　business　portfolio　was　less　high－tech　in　nature，　such　as　of丑ce　furniture，　beverage　bot－
tling　and　land／community　development．　In　addition，　unlike　GE，　WH　was　unable　to　carry　out　huge
investments　in　existing　business　or　M＆A　due　to　profitability　challenges　and　other　troubles　that
took　place　in　the　1970s．　With　increasing　competition，　this　led　to　a　decline　in　investments　in　both
R＆Dand　capital，　as　seen　in　Figures　4　and　5，　both　of　which　are　crucial　investments　for　an　industrial
corporation．　The　WH　and　GE　respective　cycles　were　on　opposite　tracks．
IV．　Conclusion
　　Using　the　case　of　GE　and　WH，　this　article　has　sought　to　explore　and　de丘ne　the　critical　point　of
divergence　between　one　corporation　which　achieved　re－g士owth　and　remained　as　a　successful　con－
glomerate，　as　opposed　to　another　which　was　drastically　transformed　with　negative　consequences．
This　can　inform　on　the　process　by　which　American　industrial　conglomerates　responded　to　changes
in　the　world　after　the　close　of　the　American　Century　and　toward　the　21st　century．
　　There　are　moments　and　events　to　choose　from　in　attempting　to　determine　the　cause　for　diver－
gence　of　GE　and　WH．　Some　of　them　were　large　and　signi且cant　and　others　smaller　and　less　evident．
Over　time　these　moments　accumulate，　and　little　ones　add　up　to　signi且cant　impacts　and　collectively
create　the　ultimate　destiny　and　uniqueness　of　each　of　the　companies．　In　the　end　GE　has　remained　as
asuccessful　industrial　conglomerate　while　WH　was　transformed　to　a　media　company，　and　was
eventually　acquired　by　the　media　conglomerate　Viacom，　on　May　4，2000xxvi．
　　This　article　proposes　the　period　from　1987　to　1991　as　the　crucial　point　of　divergence　between　GE
and　WH．　After　WH　was　faced　with　the丘nancial　service　business　crisis　in　the　early　1990s，　they　fol－
lowed　different　paths　for　the　remainder　of　the　20th　century．　While　GE　continued　to　grow　itself　as　a
lasting　industrial　conglomerate，　WH　took　the　route　to　media，　starting　in　1993　as　CBS　and　lasting
into　the　rest　of　20th　century．
　　The　article　also　reveals　that，　from　the　perspective　of　the　investment　trajectories　taken　by　GE　and
WH，　they　both　increased　their　investments　in　the　1970s．　In　the　following　decade　differences　sur・
faced，　GE　had　established　a　virtuous　cycle　of　investments，　and　associated　growth　between　invest・
ment　and　corporate　growth，　while　WH　struggled　to　grow　at　all．　The　1980s　depicts　the　departure
point　between　two且rms，　this　under　the　wave　of　global　competition　and　restructuring．　What　each
company　did，　or　did　not　do，　in　the　1970s　largely　affected　what　they　were　able　to　do　during　the
period　of　the　wave．
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　　Although　both　companies　managed　to　introduce　strategic　management　tools，　improve　their　busi－
ness　portfolios，　reorganize　themselves，　and　maintain　sustainable　growth，　their　corporate　finance
aspects　and　the　resulting　diversi丘ed　business　lines　were　different　in　the　1970s．　Their　respective　lev－
els　of　corporate　profitability　were　relatively　different　and　divergence　in　financial　leverage　trends
were　even　more　pronounced．　In　the　end，　GE　entered　the　1980s　with　a　more　healthy且nancial　stand－
ing　than　did　WH．　The　more　increased　the　global　competition　in　the　1980s　became，　the　more　the　ex－
isting　business　portfolio　became　the　key　to　success　or　even　surviva1．　GE　diversified　into　relatively
high－tech　business　lines　while　WH　held　fast　on　low－tech　business．　Although　both　strengthened　their
retained　businesses　in　addition　to　the　financial　business，　GE　was　also　strengthening　its　high－tech
business，　such　as　in　medical　equipment（through　a　loint　venture　with　Yokowaka　Medical　System　of
Japan　in　1982　and　a　business　swap　with　Thomson　of　France　for　the　medical　systems　business　in
1987）and　aircraft　engines（with　signi五cant　investments　and　continuohs　partnership　with　the
French　engine　manufacturer　SNECMA），while　WH　was　acquiring　furniture　businesses（acquisi－
tion　of　Shaw－Walker　Company　and　Re田nc　in．1989　and　Knoll　International　in　1990）．GE　was　well－
placed　to　continue　to　be　a　world　leader　with　its　inマolvement　in　the　high－tech　industry，　through　in－
creased　pro且t　that　was　reinvested，　while　WH　was　orienting　to　low－tech　industrial　competition　and
faced　difficulty　in　gaining・suf丑cient　pro丘t　to　both　overcome　the　financial　crisis　and　maintain　com－
petitive　advantages　in　its　core　industrial　businesses．
　　When　the且nancial　services　businesses　caused　problems　for．both　GE　and　WH，　WH　could　not
cover　the　huge　losses　while　GE　was　able　to　weather　the　effects，　resulting　in　the　contrary　paths　fol－
lowed　toward　the　21st　century．　From　this　article’s　findings．，　it　is　worthwhile　to　explore　the　repercus－
sive　consequences　of　what　occurred　before　the　management　challenges　of　the　1980s，　even　though
there　is　no　doubt　the　management　decisions　in　the　period　itself　had　direct　in且uence　on　the　contrary
paths．．
　　Since　they　were丘rst　established，　GE　and　WH　had　common　core　business　such　as　lighting，　major
appliahces，　tufbine，　transportation　and　motors．　However，　until　they　entered　into・the　1980s，　they
also　had　a　different　set　of　business　lines，　such　as　natural　resources，　aircraft　engines　and　medical　for
GE，　beverage「bottling，　furniture　and　land　development　for　WH．　Their　respective　business　struc－
tures　were　largel夕linked　to　their　corporate　financial　standings．　This　distinction　proved　to　be　a
strong　advantage　to　GE　as　an　industrial　corporation．　As　a　result，　these　two　industrial　conglomerates
in　the　electric　equipment　industry　were　dissimilar　once　transformed，　prior　to　the　start　of　the　new
century．
　　At　the　end　of　American　Century，　the　same　American　industrial　corporations　which　had　led　and
reaped　the　gains　in　economic　growthxxvii　then　had　to　grapple　with　the　problems　that　had　emerged
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and　the　changes　taking　place　in　the　world．　All　of　them　attempted　to　find　the　best　solution．　Some　of
them　were　successfu1　by　remaining　as　is，　although　they　were　seen　to　be　over－diversified，　and　others
chose　the　drastic　metamorphosis　route，　even　to　the　extent　of　having　to　change　their　corporate
name．　There　are　differences　amongst　over－diversified且rms　that　need　to　be　recognized，　and　to　some
degree　it　is　a　logical　leap　to　surmise　that　over－diversification　was　the　reason　for　failure　of　such
American　industrial　firms．　This　article　reveals　that　there　is　more　to　this　dynamic　of　over－diversifica一
ti6n　than　what　can　be　explained　by　a　simple　leap　in　logic，　as　is　demonstrated　in　the　representative
cases　of　GE　and　WH．　These　differences　can　benefit　from　further　study　and　analysis．
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